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1. SUMMARY. EC COMMISSION SOURCES HAVE TOLD US 
COMMISSION OFFICIALS ARE PREPARING A REPORT ON THE 
ECONOMIC IMPACT OF THE ENERGY SITUATION IN THE EC 
FOR SUBMISSION TO THE EC COUNCIL IN LATE IANUARY. 
COMMISSION OFFICIALS REPORTEDLY VIEW THE PRELIMINARY 
FIGURES, WHICH INCLUDE A PROJECTED 1974 CURRENT ACCOUNT 
DEFICIT OF $19 BILLION, WITH CONSIDERABLE CONCERN. 

THEY FEAR THAT NATIONAL RESPONSES TO THE SITUATION 
WILL HAVE AN ADVERSE EFFECT ON COMMUNITY SOLIDARITY. 

END SUMMARY. 

2. ACCORDING TO OUR SOURCES, COMMISSION ANALYSTS 

HAVE REACHED THE FOLLOWING PRELIMINARY ASSESSMENT FOR 
1974: 

A. PRICES OF IMPORTED PETROLEUM AND 

PETROLEUM PRODUCTS WILL INCREASE 180 PERCENT (1973-74). 

B. THE NET DETERIORATION IN THE EC TRADE BALANCE 
WILL BE $17.5 BILLION. 

C. THE CURRENT ACCOUNT DEFICIT WILL BE $19 
BILLION. 

D. CONSUMER PRICES WILL UNDERGO IN INCREMENTAL 
INCREASE OF 2.5 PERCENT OWING TO HIGHER ENERGY COSTS. 

E. THE GENERAL LEVEL OF INFLATION AMONG THE 
MEMBER STATES WILL RANGE FROM 10 TO 15 PERCENT. 

F. REAL GNP WILL DECLINE 1.5 PERCENT. 

G. THERE WILL BE ADDITIONAL UNEMPLOYMENT 
EQUIVALENT TO 500,000 MAN YEARS. 

3. THE ABOVE GIGURES ARE BASED ON SHORT TERM FORE- 
CASTS AND INPUT/OUTPUT TYPE ANALYSIS. THEY ARE 
CONSIDERED CONSERVATIVE. FOR EXAMPLE, THE $17.5 
BILLION NEGATIVE IMPACT ON THE COMMUNITY'S TRADE 
BALANCE IS A NET FIGURE; IT ASSUMES HIGHER EXPORT 
PRICES AS A RESULT OF HIGHER ENERGY COSTS AS WELL 

AS REDUCED OIL IMPORTS. THE 2.5 PERCENT INCREMENTAL IN 
CREASE IN CONSUMER PRICES IS BASED ON THE DIRECT EFFECT OF 
HIGHER OIL PRICES ON PRICES OF FINISHED PRODUCTS AND 
INPUTS. LITTLE ACCOUNT IS TAKEN OF SECONDARY 
EFFECTS AND THE GENERALIZED REPERCUSSION OF HIGHER 
ENERGY COSTS ON PRICES AND WAGES. 
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4. WHILE THE COMMISSION S FIGURES ON THE DETERIORA- 
TION OF THE EC TRADE BALANCE APPEAR TO RESEMBEL THOSE 
OF THE OECD SECRETARIAT (REF B), OUR SOURCES SAY THE 
COMMISSION'S ESTIMATES WERE REACHED INDEPENDENTLY. 

SO FAR, THE FUGURES DO NOT APPEAR IN ANY WRITTEN 
REPORT, BUT THE COMMISSION PLANS TO PREPARE SUCH A 
REPORT - PRESUMABLY WITH RECOMMEND ATIOONS FOR ACTION - 
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FOR CONSIDERATION BY THE EC COUNCIL (FINANCE) WHEN 
IT MEETS IN LATE JANUARY OR EARLY FEBRUARY TO EXAMINE 
THE ECONIMIC SITUATION OF THE COMMUNITY. 

5. WHILE OUR CONTACTS VIEW THE ABOVE FIGURES AS 
DISQUIETING IN THEMSELVES, THEY ALSO FEAR THAT THE 
DIFFERENTIAL IMPACT OF THE ENERGY SITUATION ON THE 
MEMBER STATES WILL INDUCE EACH MEMBER STATE TO 
REPOND WITH ITS OWN NATIONAL POLICIES. CENTRIFUGAL 
FORCES ALREADY AS WORK IN THE CMMUNITY WOULD THUS 
BE ACCENTUATED AND COMMUNITY SOLIDARITY FURTHER 
JEOPARDIZED.MYERSON 
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